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INTRODUCTION

This Physician Compendium provides information on physicians
and other non-institutional suppliers of goods and
services. Included are data on trends in utilization of
services, program expenditures, beneficiary liabilities, and
the Medicare Provider Participation Program. Also included
are data on procedures provided to Medicare participants,
and other general information on physicians.

The Compendium is intended for use by the Health Care
Financing Administration staff as a general information
resource on Medicare physician and other non-institutional
supplier activity.
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Section I

Sources and Limitations

Data for this compendium were derived from a variety of
sources both internal and external to HCFA.

Section II

o SMI benefit cash flows are periodically estimated by
HCFA's Office of the Actuary (OACT) . It is important to
note the distinction between benefit cash flows, as
shown in Section I, Table 1, and benefit accrued
amounts, shown in the following sections. Cash flows
represent dollar amounts paid for SMI services in a time
period regardless of the time period in which the
service was provided. Accrued or incurred amounts
represent program obligations for services provided in a
given period of time, regardless of when the payment was
actually made. Since dollar amounts on an accrued basis
arrive in HCFA's central record system with a
significantly longer lag period than dollar amounts on a
cash flow basis, estimates of recent accrued benefit
payments are more uncertain than estimates of cash
flows. Estimates of accrued benefit amounts in this
compendium are based on records available to the Bureau
of Data Management and Strategy, HCFA.

o Person-use rates are derived from a sample of Medicare
enrollees (5 percent of aged persons and 25 percent of
disabled persons under age 65) reported in HCFA's Person
Summary File. "Person-users" in this section are
defined as persons who incur some SMI program payments.

o Inpatient hospital admissions were obtained from
American Hospital Association (AHA) Panel Surveys, a
monthly sample survey of community hospital activity.
BDMS has established that Medicare aged and disabled
inpatient activity is accurately portrayed by the AHA's
Panel Category, "Persons Age 65 and Over". Since HCFA's
internal sources on inpatient hospital activity are
subject to significant reporting lags, and since they
are affected by other reporting problems, recent
Medicare inpatient trends are represented by AHA data in
Table 7.

Section III

o All data in this section are for physicians and other





non-institutional suppliers of medical goods and
services. No charge or utilization activity for
institutional suppliers of medical good and services are
included (i.e., charges by inpatient or outpatient
hospital facilities, nursing homes, home health
agencies, etc. )

.

Table 1

o HCFA maintains ongoing statistical tabulations, the
Current Utilization (CU) Tables, which record
program payments allocated to the year in which an
expense was incurred based on payment records
submitted by Part B carriers. The CU tables were
the primary source of time series of program
payments in Table 1.

Prior to the implementation of the Prospective
Payment System (PPS) , hospitals could bill for the
professional component of certain physician
services (the "combined billing" procedure) . The
"combined bill" amounts were paid by Fiscal
Intermediaries rather than Part B carriers and thus
did not generate payment records. After PPS,
payments for such physician services were made by
Part B carriers. To ensure a consistent time
series of program payments for fee-for-service
physician and other non-institutional supplier
payments, amounts for combined billings were
obtained from HCFA's Office of the Actuary for
pre-PPS years to supplement the CU payment record
data. Other adjustments to the CU tabulations were
made to account for amounts of payments which were
previously erroneously reported by Part B carriers
and to account for lags in data submission for
recent time periods.

The estimated time series for incurred program
payments in Table 1 is generally consistent with
other internal HCFA estimates but differs from them
for some years primarily depending on data sources
used.

o Balance billing amounts have been reported by Part
B carriers to the Bureau of Program Operations
(BPO) since 1975 in monthly workload reports and to
the Bureau of Data Management and Strategy (BDMS)
in annual submissions of Part B Medicare Annual
Data (BMAD) statistical information since 1984.
Both sources were used in Table 1.





Part B coinsurance amounts for fee-for-service
physician and other non-institutional suppliers of
service were estimated from program payments.
Generally, Part B coinsurance amounts are 20
percent of allowed charges after the $75 SMI
deductible has been met. Certain services paid on
a fee schedule do not require a coinsurance or
deductible payment. Psychiatric services are
subject to a 50 percent coinsurance rate after the
SMI deductible is met.

Part B deductibles attributable to users of
physician and other non-institutional suppliers of
Part B services are not directly measurable from
any current available data source and thus were
estimated in Table 1.

Step (1) Deductibles for persons who incurred some
SMI program payments were computed from
HCFA's Person Summary File which is based
on payment records submitted by Part B
carrier.

Step (2) Deductibles for persons who used
outpatient hospital facilities but did not
incur a physician/supplier payment were
estimated from the Person Summary File
were subtracted from (1)

.

Step (3) An amount for deductibles incurred in
outpatient hospital facilities was
estimated from available hospital cost
reports (generally less than 20 percent of
total SMI deductible obligations)

.

Deductible amounts estimated in (2) were
subtracted from total outpatient facility
deductible amounts. The remainder was
subtracted for (1)

.

Step (4) SMI deductibles for persons who did not
incur SMI program payments were determined
by, first, estimating the number of
persons who had some covered physician
service (household surveys indicate that
about 80 percent of Medicare enrollees
incur at least one covered service in a
year; second, subtracting the number of
persons who incurred some SMI program
reimbursements (available from HCFA's
Person Summary File) ; and third,
multiplying the number of persons who used





some service but did not meet the
deductible by half of the applicable
deductible. (Annual deductible amounts
were $50 from 1966 through 1971, $60 from
1971 through 1981, and $75 since 1982.)

o Liabilities from all sources (balance billings,
program payments, coinsurance and deductibles were
summed to obtain total incurred liabilities for all
fee-for-service physician and non-institutional
supplier Medicare covered services.

o Patient liabilities for balance billing,
coinsurance and deductibles represented in this
section are "potential" liabilities, not "actual"
liabilities. Information on liability amounts
actually collected from patients is not available.

Tables 5 and 6

o Data on general economic and national health and
physician/durable medical equipment (DME)
expenditure trends were provided by the Office of
National Cost Estimates, OACT.

Table 7 through Table 14

o Data for ambulatory surgical centers are included
in "outpatient hospital" place of service in all
tables. "Other" place of service in all tables
includes home, independent laboratory, nursing
home, limited care facility and unknown place of
service.

o Data on the distribution of allowed charges by
place and by type of service in Table 7 were
derived from the BMAD Procedure Master File (all
records) , a 100 percent sample file, for 1985
through 1987 and from the Part B Bill Summary
Record for 1975 through 1984. The Physician
Summary Record, a 5 percent sample of bills
submitted to Part B carriers, contained information
from 1490 and 1500 billing forms but omitted
billings by institutions on behalf of physicians to
Part B carriers (the "1554" billing procedure) and
"combined" billings to Fiscal Intermediaries on
1453 and 1483 billing forms for the professional
component charges of hospital-based physicians.
Estimates for omitted 1554 billings were made from
Part B payment records for inclusion in this
section.





Quantitative data on "combined" billings by place
and by type of service was not available from any
source. Total combined billings were allocated to
place and to type of service on the basis of
consultation with policy specialists.

Two changes in Medicare affect the scope of
non-physician services billed by physicians and,
therefore, trends in billings by type and by place
of service in this section. First, prior to
October 1, 1983 non-physician services and
suppliers furnished to Medicare inpatient such as
laboratory tests, pacemakers, and intraocular
lenses, could be billed by physicians or other
providers whether or not they provided them
directly. However, the "rebundling" provision of
the prospective payment system (PPS) prohibited
physicians from billing Medicare inpatients
separately for non-physician services because they
are covered in the prospective payment amount.
Second, clinical laboratory services provided
and/or billed by physicians prior to July 1984
includes some services billed by physicians but not
furnished by them directly. Beginning in July
1984, physicians were prohibited from billing for
laboratory tests which they did not provide
themselves. These policy changes introduced
discontinuities in trends by place of service in
Table 7.

Since the source of approved charge distribution by
place and by type of service in Table 7 changed
from 1984 (the Physician Summary Record) to 1985
(the BMAD Procedure Master Record) , discontinuities
in definitions may have been introduced which
affect results shown in the table.

Data in Tables 11 through 15 were obtained from the
BMAD Procedure Master File (all records) for 1987.
Although all Part B carriers submitted this file in
1987, the accuracy of some data elements is suspect
and is still being investigated.

At the recommendation of HCFA persons who work with
the source of this information, the Annual BMAD
Procedure File for six carriers have been omitted
from the computations in Tables 11 and 12. The six
are Health Care Service Corporation (Illinois)

,





Blue Cross and Blue Shield of Michigan, Rocky
Mountain Hospital and Medical Service (Colorado)

,

Blue Cross and Blue Shield of Kansas, Inc.,
Wisconsin Physicians Service Insurance Corporation,
and Prudential Life Insurance Company (New Jersey)

.

Section IV

All data in this section were derived from periodic reports
by Part B carriers to the Bureau of Program Operations, HCFA.

Section V

Data in this section were derived from the BMAD statistical
submission for 1987. No adjustments for missing data have
been made in these data. Procedures are displayed in
accordance with the HCFA Common Procedure Coding System
(HCPCS) . HCPCS defines procedures on three levels:

o Level (1) Physician Current Procedural Terminology
(CPT) codes defined by the American Medical
Association. These codes are all numeric.

o Level (2) HCFA codes for physician and
non-physician services that are not contained in
CPT-4 . These are alpha-numeric codes used to
process services such as ambulance, durable medical
equipment, orthotics and prosthetics, etc.

o Level (3) Carrier or State agency assigned codes
for services that are not contained in the first
two levels but are needed to process Medicare and
Medicaid claims. These are alpha-numeric codes
that begin with W, X, Y or Z . Detailed data for
these codes have been omitted from all tables in
this section.

o The number of services and average charge per
service for certain procedures in Table 6 have been
omitted because definitions of units of service for
many of the procedures are uncertain.

o Procedure data in Table 1 includes all types of
service associated with a particular procedure
code. For example, procedure code 66984, Remove
Cataract, Insert Lens, includes any surgical
charge, anesthesia charge, assistant-at-surgery





charge, etc., which may have been reported under
code 66984. In Tables 2 through 6, charges for a
particular procedure code have been disaggregated
into place of service and type of service.

Section VI

Data for Table 1 were derived from the BMAD Procedure Master
File. Data for Table 2 were derived from the BMAD
Beneficiary File. Data for Table 3 were derived from the
BMAD Five Percent Provider File. Data for Table 4 were
derived from payment records submitted to HCFA. Adjustments
for missing data have been made in Table 1, but not in
Tables 3 and 4.

It has been determined that the BMAD Five Percent Provider
File is not exactly a representative file for the universe of
providers submitting bills to Part B carriers. Further, the
definitions of provider specialty in the BMAD Five Percent
Provider File differ in some instances from the definitions
in the BMAD Procedure Master File and from the definitions
for the payment record files. Therefore, the dollar amounts
and rankings shown by specialty in Table 3 differ from
amounts shown in other tables.

Section VII

Annual estimates of historical and projected physician census
trends are made by the Bureau of Health Professions, Health
Resources and Services Administration, and the Bureau of the
Census. Annual estimates of physician income and expenses
are made from a sample survey conducted by the American
Medical Association.

Acknowledgment: The Division of Information Analysis, BDMS,
thanks a number of HCFA components for their support in
preparation of this compendium, particularly the Division of
Reports and Analysis, Bureau of Program Operations, the
Division of Program Studies, Office of Research and
Demonstrations, and the Office of National Cost Estimates,
Office of the Actuary.









Section II

Supplementary Medical Insurance (SMI)
Benefit Payments, Utilization and Related Trends

Supplementary Medical Insurance benefits are paid for
services provided by physicians and other
non-institutional suppliers of medical goods and
services, outpatient hospital and other outpatient
facilities, alternative payment systems (HMOs, GPPPs,
etc.) and, for persons not enrolled for Hospital
Insurance (HI) , home health agency services.

The relative shares of SMI benefits of each of the four
major suppliers of care has changed over time
(Table 1) . Generally, shares of payments to outpatient
facilities have grown since Medicare began. In 1967,
only 2.2 percent of all SMI cash disbursements were for
outpatient facility care, a share which grew to nearly
20 percent in recent years. The shares of alternative
payments systems, which had been stable in earlier
periods, have grown steadily since the early 1980' s. By
1987, 4.4 percent of all cash disbursements went to
alternative payment systems. In 1987 the cash flow for
SMI program payments for physician and supplier services
portrayed in Table 1 increased nearly 18 percent over
1986 levels, a rate of increase which apparently slowed
to about 13 percent in 1988.

Recent trends in utilization are marked by decreasing
inpatient hospital use rates and by increasing joint use
of outpatient facilities and physicians (Table 2,
Figure 1). In 1983, nearly 23 percent of all SMI
enrollees used at least one inpatient hospital day of
care. By 1986, the proportion had declined to
19 percent. However, early indicators point to a
reversal of this trend in 1987 and an accelerated
increase in inpatient hospitalization rates in 1988.
The proportion of SMI enrollees who use both outpatient
facilities and physician services increased both for
patients who also used inpatient facilities and for
those who did not (Table 3)

.

The recent decline in the number of Medicare persons
hospitalized was accompanied by other significant
changes in inpatient hospital care which, as
demonstrated in a following section, are manifested in
changes in physician use and charge patterns. Inpatient
discharges may be categorized into "surgical" or





"medical" discharges. While surgical discharges
continued a long-term increase through 1984, medical
discharges, reversing a long running trend, decreased in
1984 (Table 4) . In 1985 and 1986, surgical discharges
decreased primarily due to a decline in discharges for
eye conditions. After 1983, medical discharges
generally decreased in all major disease categories.

Total short-stay inpatient hospital days of care
declined rapidly after 1983 (Table 5) . However, days of
care for medical discharges declined much more rapidly
than those for surgical discharges (which began to
decline after 1984) . The decrease in total days of care
was accompanied by a relative increase in intensive
inpatient hospital care (Table 6, Figure 2). Days of
care in intensive care and coronary care units increased
as total days decreased.

Medicare community hospital inpatient admissions and
inpatient days of care, which steadily declined after
1983, resumed a historical increase in late 1987. In
1988, inpatient admissions increased over 2 percent
above 1987 levels (Table 7) . (The source of these data,
the American Hospital Association, characterizes the
data as admissions for "persons age 65 and over".
However, the data actually represents all Medicare
admissions for Medicare aged and disabled enrolled
persons.

)





-P
n m x cn n C0 (M ^D tT C

N cn (T) OJ -H -H III! Oj

03 i—

i

l-H O «- (M ^ ^H H
cn r. D cn -P
i-H -H

in

l-H

*-> r^ x -< O OJ cn m \n

ID

Q.
-P
3

TJ

in

c
ID

i-H

D in- D — (M (T) • i i i C a
n- cn CO -H o i-H LH »^ i-* ID

cn r. n o cn X
i-H ^H

in

• H
c

• H

-p
i—

i

ID

OjX
-p m •*- CM O IN o co m cn r^ i-H TI
c in rv- in in co cd • III u H
Hi in- cm fl- X o omno <D

E cn n n D CO ^H X a
Oj i-H fl" m i-h -p i

in ¥V ^H Oj

L ID L
3 OJ aX X
in C L

•iH in x NNDW D cn oj i-H ^h l—< Oj

TJ c o co CD -h m iH 1 I I 1 ID X
rn ^H cm m •<- 4-1 a CDMMD L -P

X CD • H n n k J a IN. -h 3
in cn »-H CD "ir m -0 T—

1

L
ID l-H p-H ^H i-H H T)

iH

E
¥V L

4-1 in

C
ID

4-1 in Oj
•*« % C iH •H in

h- l-H rt i-H in o •«- cm "D a Cn in -^- CM -P c
Of 'X - in x m i i • H ID

C N <* m X N tT <- 4-1 a cn N CM D ^ i-H

(Li CD CD L n a * c a N -i rt 0.
jD Cn cn ID cn in m lb l-H u

i-H *-H i-H ^H i-H U ID i-H

<*\ ,-H W L t4- ID

hh Oj U
s: -p a Q. cn IH
LD c TJ
\s n-

O)
IN.
•*-

cn -fl-
-^

x o cm in
a Cn CD -h CM •H

TJ
Oj

E
-< Of 0" in cn co rn n d rs.' d rn d C

u i-H CD * r. f N -H <D Oj

Oj c en (M n- *- l-H -P >
i-H

(J) in -H (M i-H in FH

JD L L & i -P
ID 3 <0 Oj H
i- in Qj Oj -P

c T L Oj

l-H

L
cnm n «- m in a OD CM CM U- Q.

EH ID LD r\j cn f-H »-H d 03 Cn T D Q
(TJ -o CO n nun D N ^h or (J

u C cn 03 Cn LO -i f—

1

mH Hi l-H rg -w c LU n

D f-H w- m
Uj ID •H IK c
s: cj in in

• rt Oj H
T ro ro ^h rn D CM CM ^" CM > • H -P
L (M o o x in i i i Oj -P ID

ro N CD in cn m O 03 Cn <* D L H N
-P CD n nun D n- -h »-H H
C Cn o m in -h ^H • H c
flj

i—i m cm 4-1 u ID

£ •w ID cn
0) -P 4- L

i-H

Q. n N Oj I-H

Q. «- fl-
•'-)

<D Oj

J X 1 -P I U
10 v m ^ in 3 in IH in c

cm e CM E in x a Oj ID

Oj Oj Oj ID m fH C
L m n 4-i m\P n .—

i

-P Oj

id l m in l m in in X M 4-1

u (Li ti Oj Ti Oj 4-) ^H C
iH •h m in h in i/i 4-1 C 4-1 M rt
T> rH 1) m h i) m ID Oj c u ID

Qj Q..H 4-1 Oj Q.-H -p Oj E TJ Oj ID EE 0.4-1 C -H D-4-1 C 'H • H C H C+.

J rt Oj (J D 'H
flj U -P Oj -p X 1-

m ^ e c in -i E C in a id c -P CJh T Oj • h t Oj Oj Oj Q. T-^ cx
"D u id cn "D u id cn TJ -P FH ID D
C ID D_ ID C ID a ID T C 3 -P Oj

ID H- ID H- L (H <D X ft

Oj X Oj X ID -P CC
in 4-1 > 4J in -p > -p C in in H in Ll
C C H -H c C H -H •H Qj Oj i—

t

Oj CJ
<D Oj 4-1 <D ID Oj 4J ID 6"0 "0 rt TJ X

• i4 • -* ^ Oj h 'in ID Oj •H 3 3 X 3U41CI U -P C X 1-4 i—

t

i-H ID t^
• H (D l_ •h (D L Oj U X • I

in Q. Qj Oj in a Oj Oj L c c Oj c Oj
i—

i

T-P -P E l-H T-P 4J E 0. l-H t-H L t-H 13

ID X 3 -* ID X 3 -i L
-P Q.DHI -P CLOdX 3V V N
1- 1- l-H CM ID * m

10





-P M
c
(b

h ti

r\j oj a (M (M D oj oj a CD OJ X
r\j d oj oj d oj oj d oj *-H O -H

-P -<
<D C 1/1

in Q. T)
Hi -P
Oj 3
—t D CP
p-H

«—

t

L ID

C U
Hi in -P N H

c C N CD cn (M X ID in * a m r- T~ in ^D Qj i • 1 1 • 1 i Qj

>-< 3 -P • (H iH in oj oj m oj o en OJ N cd oj in E
E -P • H TI -P m -H OJ m -h oj OJ *-H ^H OJ »-H f-H

in id Q- H C <D U-v -p Oi in iu cl
in c T> -P

<b (Li X D in

u c XI Cl L •

c Qj Oj

id -rt X •H i—

i

L -P -p c i-^ •H
3 <D • ** Cl Ll
in n 2 1/1

• iH N Cl
c •- c -p i-H m cd X CD CD cn OJ N D ^ i D Jl

I-H i-H ID 3 i i t 1 1 l/l L
ID rt zn X m x x t^N «- cn in •^- o m ID

-H 4J U -i M no r\j m oj m OJ m -^ OJ C E
(^ PH \^ -< C L ID E
U Q.CO in o -P H o in »-H CD 3h m cn Jl in u tDODD in
T) -i X •H • c- oj x cn in
Hi X a. D 1/1 » K n n c
Z N" Ji OJ -H CD D

IP-P -P I-H OJ CD cn \£ m X GC cd cr .. X (T) (T) (T) (T) in

31X C 1 i i * i • t a L
l m ^H Qj *-H cn -h cn cn a X *H ^ oiimh i Qj

ID T CO ID U r^ ^ m x -> in X 0, x oj ^r c X in - m Cl
OJ -P C Cn -P L CD CD CD CD

C <C -i Qj c cn cn cn cn n
flj Qj 1- 0_ i-H —

(

f-I f^ E- ETI 111 TI Qj

X Qj Oj L c I I -P
ID i-i > 13 N' ID •\ in

(- Q.-H Oj Cn i—

i

•fl- OJ in I"
Q. Qj Ti 1 C T m
D U -P -P CD o (T) X ID c

LT1 (1j L 3 -h (M m m m •H ID »-H

L fD U- u in ID

Q- T) X Qj • fH 3
-P C -P C in •ll

fh (Li ^ Qj in X -P
:i*-h 2 X X -p in

O Qj ID Cl •H
• h C U c -P
-P Hi X • I-] ID

D x N -P >• -P
X D a o m
•H t—

1

1 i X l-H

L H »—

*

D D a o £ Oj

-p in ID CD D o D in in L
in 4-1 *-H i—

c

«—

i

<-H Qj <D

•« Q- T L U
T) t- D

f-H «4-

•|H

T)
-P Oj u Oj

C Cl c T £
0j Jl H Oj

U -P i-H H

L TI T) TI TI s l-H Ln
Qj Ji Qj Oj Oj Qj in z
CLX

c
M

H
N

•H
c
<D

L
C m

Oj T -h T -H -D -H TI -h fH Oj

L • H Qj ID Qj ID Qj ID Qj ID u t

ID -p N -P N -P M -P N -P •H in L CD
U ID H iH H H • i-( iH •!*•** m Qj Qj LL
•H N ^H Q. -h Q. ~ Cl ^ CL Ji u > U
-o . rt m id in id in ID 1/1 id in X H Oj I
Hi ^ D -P -P 4J -P 0- >
£ <D -P

-p ID

« X
Q.

H X
0.

•-i X
Cl

h X
Cl

r L
Oj

in

c LU
• -H 4J r-^ in -p H J)4) *—* in -p I—

I

in -P 1

1

in CJ
a in 03 ID in id o o 1- ID m id LU in q;
W 0D4JI2 CD -P X Z CD -P I CD -P Z " t- T L 3

cn cn o cn o cn o a c Oj o
i ~ 1- ~h h- -h H -H H z ID Q. LO

11





CO

0)

0)

N 00

s
1/3

d
a; cd

cti pq
a co

a?

d

o

CO

o^

0)

d
0)

o

Pu

d

o
0)

PL,

CNJ

t/VV^ J

om

o
*

o
r>

ID
00
en
V-

o
CM

(0

c

E

Q.

O

c
.2
*->

o
a

o

C

CL

C
o
c

>s
x:
CL

C
o
*>
c
.2

O

o

E V V 3
oo

o
CM

on

03

o
in

o

c
os
o
E
J5

a

8

!

12





X
C N
Qj rH co en iH Q3 fH oj cn tj- 00 f^ Cn

-P 3^ mcini m" d ^ mdt (\I d m
IC FH
Q. C
-P
3
D

TJ c
Qj

> in -P • H
H c c -P M
dJ (D Qj 3 m *- m tj- -fl- CD m n- r\i en co m in

U •H • (H X i • t i • • • i i Oj

Qj U TJ -P H o x * N -fl- D *- X CO m m co u
L

m
c m
ID CL

L
-P

in X tt •fl- x *- ^-mm *inm H
>

-P T +j in L
- H X 3 IH QJX D_ T) in

in Qj

+1 C -P TJ
• e. Qj m C c
n- X c Qj s: ID

u H) (J X C0 00 fl- co r\j inmt (T) tf N
c X H L i i 1 • i i in

Ql p U 31 Qj X (M -i cn -fl- in (M (M n- m in n TJ
X Qj tH «-H Cl <* m in tmm in * in in •fl- in

L Qj m c
/s ID Q. 31 CD
-H U 3i X
z H D_ fH
LTI Jl N IDv +J ODD D D D D ODD U

H I-H I i i i 1 t i i •H
Qj ^H i ID D o o D O D d o a TJ
U 'H -P -P a o a a o D D O D D Qjcue 1-H F—. i—

I

fH rH fH i—1 H H FH FH FH E
fO ^D Oj h-
L t*- -h X
3 Q.
in -p •- ^D
c c U CO -P in
ph Qj Qj Cn C L

• h L rH Qj (T) !M -h oj co *• CM tt CO CO (M X Qj Qj

-h X H in in cn h- *- N X C3 *- in cn H H
ID id Q- o -P 3^ n- X X X X X in •r fH H

Q. X ID FH a X
H -|J CL C CL
tj j in m -P 3 31
1) JCD 3 in L

no z 4jiji a ID

L fl'H c E
qj m o -p ID E
-h l q- in in •H 3
-0 T3 L TJ 10 -p m in
ID -P TJ C ID Qj c c o D -H cn *h m x CO -h OD D Cn h •H
h C C I > m Qj c t\l (M cn CO Cn CO m ^- cn tt tj- cn in c

ll fl'H J (H H H ID in FH (T) TOIt -h CD (M in n- n- 31
E -P Qj (J TJ -P m n P F F F F f. f n F. F F X m
qj in m l (J • iH C ID 3 fH ^- N O 00 X cn (T) in D IT) f Q. L
-h L M fl] Qj in ID CL f-I H

1 Qj

Q. Hi -h "D L T -P X c 0-
Cl-h -i C X 3 -P3h id 1, -P D_ c n

ix Q.-P -h • h c E
Q.-H ID X fH TJ Qj

CT J Q.CJ Qj c X
c in m C in ID in•-NO Qj in L in (T

-
.i 01MM (M -^- CD m in m 31

> m x .0 c Qj CD <n in OJ in n- r\i x in CD X rH c IXH C ID X U3 a UD OIhN co co cn m ^ r\j ID

Qj (D Jl u- •H Jl E n F F n n n n f n n f ft •H pH
o -h .a U -i 3 C3 (M CO D (M 00 a r\j n d rn rv ID

Qj U H C Z rH 1-H fH rH • H (J

L 'H Qj in o in 'H
in Q. Ji 31 X

in 3i m X X in

c X h- a. Cl •H
0. X

in N IT. (M O -h (M cn m H\t X <0

L. L Q D D D O rn x x n x a X X
Qj fH Cn (M N fh (\| |J\ X N CO ^ cn in LO
du- ID p. F F nun h k n n n n X

-P r\j x x t\i x in a x m cn x cm Qj

ll (M fH (M -h (M -H rH r-

1

in L
L t- Qj ID

ID Tl U
U 3 •HH H TJ
T) u Qj

QJ c z:
Z •H

„

C TJ -D TO TJ : in
Qj Qj Qj QJ in z

•H N M N N c o
-P •H •H •H 'H ID m
10 T3 -< TJ fH T -H TJ -" •H
n m Qj ID Qj ID Qj ID Qj ID u nH J N -P N X N X N X •H CC
-H Jj 'M -M H M •r-t -r^ H -H in X
ID ID FH Q. fh CL fh CL -H cl 31 U
-p -p id m id m id m id in X X
•h m -P X X X Cl
a H x H X H X H X : •

in Cl CL 0. Cl LUH m x fh m -p rH m 4-1 rn m X i CJx X ID in id o o t ID m id o o LU IX
CO -P X I? CO X I 2 CO -P I 2 o X x z (- D
Cn o Cn cn o cn o a OH )- *H |- fH (- -H H z i/i

13





N D Cn — cn i-H

1-1

(N. CO CO CD
1 1 1 1 1

1 1 1 1 1

1 1 1 1 1 1

1 1 1 1 1 1 CD
1 1 1 1 1

1 1 1 I 1

1 1 1

1 1 1

1 1 1 1

1 1 1 1

Oj

m ft ft ft ft n TO

CD -< (M CD OJ CO L
CT> t—

t

3

in

U
cc

f-H T TJ m^N x r rn ^" x <—

i

m rn in. in x xi IN- C : U'j <\J lO •! -« • I

TO CD c m rr CD •*- x^-cnf\jnwCom-^-fl--^D CD m-H(MXDxmcniN.Trcnin c
u cn TO •ram Dtrntinm <-h rt ^h rn m (M cn in "i (T) rl rl oj Co -^ in
>H 1—1 in n n n n w, n, n n •IH

cn 3 HfOCD m CO OJ ^H i—l +>
L i-H TO

3 X E 1

in

in
-P L Oj

f-H

cn L c C4- •fH

Q£ FK c H-
Q <J> in CD m IT) rn o n o m cd OJ X OJ IN. -• |N- in -H(MOIMtNCDMnf\im^i •H

Oj CD in OJ CD ^r CDCDX)CDmX)CD'^- ,fl-^-^(M *- (MCn(MQ0IN-mOXIN-^|N.CD or
31 -P cn L NMJi in- ^rotinm -, _ rt n cn ^ CD ^ (T) »H »H c\j CD ^ -r CD CC
J ID \jj ^H Oj n ft n n m. n r r or CL

U CD X) OtMN (M IN. OJ ^H ^H a Q
in Cn E i—

i

LU
n U f-H 3 Oj E
Cn fH Z +J
L -p Oj «
in m -p f-H E
X 0. Oj

u c m \D in X) cn X cni^ajCDmr^mNCDfMr Cn N r,t : !
it v/j h ^Lom^- E -P

in cnco CD * r\j *h (M -HcnaiiMijNTmtDt ^H ^mxmxmcninojiN-xm in

T}- H ii cn cn m N X r>- HiDtmm i—i i—i i—i (T) X ^h n- r rn ^h PsJ N i-< it u 31
tj rt «-H *-H n ft n n M n k ft c . l/l

b TJ OWN OJ IN. OJ i—* i—

i

fH (Lj

-i j> in *—

4

f—

(

f-H

XI ID L L E X TO

(0 -P TO TO U
i- in

,p-> Oj L -^ •fH

i TO > h- •- -P
+i E TO in

L L (T) > •fH

31 TO CO TO -P
X XI 13 On TO

in

TJ
C
Oj

c*. C i-H L C
TO TOU •s •N h- in

Oj

L
L in Oj Oj L TO

lb 3 i—

i

^H TJ U
X -P m TO TO Oj Cn •fH

£ 13 L E E 4-i Oj TJ
3 -P Oj Oj TO -P Oj

C in

Oj

h- £ TO

•H u
r

Oj -P Oj 31 Oj Ji -P «

L TO i-H L -P l-H L 4J in Oj in
TO U TO TO TO TO TO TO Oj in r
U <-« E C ^ £ C TO o

• H u in U v H L U v •* L TO Oj CO
"0 •H Oj -P L X +1 L X 31 -p in

Oj -u cn Oj Oj 3 -P Oj Oj 3 -+J L TO »H ft

3E in L Ji -i > 31 J> ~ > 31 TO T1 TJ cc
TO L Oj h TJ - L L Oj •- TJ . L •- u_

c X Oj .¥ -P C Oj L li J+i C Oj -i L -H CX u
01 u -> -P > in (J TO in -P Oj -p > in u to m ^j -h Oj to a: X
TO in to -h TO -h 3 o to in x TO -h 3 to in X X u Q
•H h U (D ^H f-H -P I-H "0 cn C L 3 +1 H4JH"D 31 C L 3 -U •rt

Q TJ •- U TO 3 in 3 Oj 'H ^H 3 in 3 Oj •H *> cn 31 • 1

QV h U (J Oj U L C * C Q. > TO U ll U L C » C a. > to L X UJ
L h LT3 H Oj l cn in Q.TJ L -h m L -h U Oj L Cn in D-T! L - in l q-^h 3 CJ

TO J Oj cn in- h • ih 3 Oj m TO ^ Oj Qj i-h • iH j\-- — 3 Oj •« TO .¥ Qj Qj Qj i-H in to cc
,rn 4J i_n z: LuuGza^uu-iaztr o uj cj c< .-. Qi * uj in q - z -p Z3
TO 3 Oj \ TO o
E H LA Z ~ TJ in

14





M
-p m n i

C 1
• *

i

Cu 1 O t in i

U 1 O r\j r^. i

L 1
i-H

m Cu I

CD 0-
cn
1—

1

L
Cu 1

X 1

E 1

3 1

Z

-P
c
Cu 1

cn

*-H

*-H

cn a i

N N 1

<\1 CD 1

rn r- i

d cn I

in U 1 O (Tl X 1

3 L i-H

+1 T Cu

H) CD D_
-P cn in

in fH c
L CD CD

CD Cu • ft 1
I

Q£ X H iH O ->
1

Q e
3

f-t D
»-Hj

m n
r-+ z £
ID

U C
rt •pH n:
cn p a ~ en
L c in i •

3 \£ Qj L ~h CD Cu

m co U Cu a m x ^H

T> L X i-H H
T Cu E H-
X in 0. 3

CD Z Cl'

(Li -P cn cr
L ~H L (T) N X a.
id ro Cu i a

CD X (M co m LU
in cn E cn r\j x Z

(4- ft 3
1, o Z r

fH in E
xi m L Cu

in 31 ID n: 4-1

1- <D <b -P o N CO in

TI T C > i T
(L o f\J N Ul

fH L <J a m ud
(D <D L i-H i-H

-P "D Cu ID

>H C XI D_ U
0. dj CO 'M
m fH cn -P

ID *—

*

L a «- X in

X u Hi i • • M
X D cn o -P

31 € cn 0J X ID

ID 3 -P
-P Z in
in

i Cu

-p L
L ID

U
X • IH

in •Q

Hi z
L
ID H

U Ti tn
*rt D z
T3 Ti in a
Ol Cu ID t in CDZ

c

L -P
ID in

U
U-

4-

ID T
-P ID

m -p
in

i-H

cr
LL
u

in ID i-H I
0) T U ID

m a. ID M U 1

T T -P QV H LP
ID -P in L TJ U

£3
I-H

i-H

cr

3 <L

IX Z 3a
in

15





M
4-> Q -h cn in *
c i i i

Qj a oj n in oj
U a Cn
L i—i

ID Oj

ti 03 Q.
L Cn m
m ^ CD
u cn L en cd *h m co

»-H Oj i i t

-P -P _0 <* in cn ^n oj
c E *-H

0) m 3 i-H i-H ih CD Z Oj

-p cn ^h
id —< in • »-t

a c N U-
C 1/1 -U a m n * mh L c iH iiii 0£

ID u i-H D cn a n m cc
^H Qj u ^H D 03 rH CL
ID 31 L M 1-H a
-p Oj E LUh L 0. z
a tj in C
1/1 "D CD H n

c en L m $- cn CD -h E
X 111 ^H Hi in i tiii Oj

t-^ J3 L OJ oj cn uj m -P
Uj Ji ID E Oj Cn CO in

ID u J JD 31
Qi -|J Z E 10

,-. m -o 3
J3 1 Cb Z ^H

<D -P -P M ID

h- L U 4-> a ^" UJ CD CO U
Oj c « i t • r4

X -h Oj D cd -h o. m -P
in oj CO i™1 in

in L i-H • ^
Oj Hi -p
L • 0_ (D

ID C 03 -P
U CD LO
•H IH CP L D od t- a *
TI -P i-H Oj t i i i Oj

Oj 113 -0 CD Cn D N m L
z -o E Cn |N- rH ID

3 U
q- e Z iH

E "0

Oj

in u in in Zm u 31 31 in

ID <D ID (0 31 *

D "D TJ ID in
Q- in to z

U- 31 Oj Oj a
ID L L Oj m

0) 0 (D ID L
L LL C U U ID n

Oj T> Oj U CC
JD 4-1 •H L Oj Oj Ll
E C1- -P ID C > 31 L3
3 m D <tl U -H -H L XZ -0

L
1/1

31
-P in ID

Oj 3 C C , ,

a. e id C Oj l±j

Ji E a H L 4-1 L CJ
H- -PICO DC

(J i-H 3 C i-i U =3
u ^H a
<D (E Q£ Z i/i

16





«4H

o

0)

a.
>%
+*

>>
&

73

53

CD ^
S3 •d
o 0)

<M
o o

0)
F-H

0)

J/5 CD
C/3

Sm aJ

3 *d w*

bjc a
•i-* I-—i o
Pn cd • t-H

-p -^
• fH 03

a. •d
CD

O o

s
o

>> o
03 o
-p

03w
1

-p
Sm

o
A
GO

ID

CN
1

IT)

1

1

4)

1

V
l_
O o

uu

fr
0>

>
O (0

c c
o (1)

L. 4-1

o c
o

,

o

CM
CD

1

1

0)

c
'-*->

D
o

&•? q;

K CO

00 r^

1

|

1

1

4)
1_

L.

o
O u
u

0)
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Section III

Fee-for-Service Physician and
Other Non-institutional

Supplier Charges and Utilization Trends

Background

Services by physicians and other non-institutional
suppliers generate potential payment liabilities that
are shared by the Supplementary Medical Insurance (SMI)
Trust Fund and the Medicare patients. Total liabilities
are comprised of charges allowed by the Medicare program
as "reasonable" charges and charges not allowed as
"reasonable". Physicians who do not accept Medicare
reasonable charge determinations as their final payment
may bill patients for amounts exceeding "reasonable"
charges (balance billings) . Physicians who accept
Medicare reasonable charge determinations may not bill
patients for amounts exceeding reasonable charges.
Allowed charges are comprised of amounts paid from the
SMI Trust Fund (program payments) and patient
liabilities (coinsurance and deductible amounts)

.

Medicare coinsurance rates are 20 percent of allowed
charges except for certain fixed fee services which
require no coinsurance or deductible payments. Annual
deductible amounts were $50 from 1966 through 1972, $60
from 1973 through 1981, and $75 from 1982 to the
present.

Data in this section are estimated to represent all
fee-for-service physician and other non-institutional
supplier billings, regardless of whether the claim was
processed by or even submitted to a Part B carrier.
Thus estimation was required for two situations: the
billings for services of certain hospital-based
physicians prior to fiscal year 1984, and the billings
for physician/supplier covered services that are not
submitted to Part B carriers. Institutional billings
for medical goods and services (i.e., billings by
inpatient hospitals, outpatient hospital facilities,
nursing homes, home health agencies, etc.) are not
included in this section.

Since October 1983, all claims for services rendered by
fee-for-service physicians and other non-institutional
suppliers have been processed by Part B carriers. Prior
to this date which is the implementation date for the
inpatient hospital prospective payment system (PPS) , the
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services of certain hospital-based physicians were
included in hospital bills processed by fiscal
intermediaries (combined billing) . A portion of the
reimbursement on the institutional bill, therefore,
represented a professional component. An adjustment was
necessary for such billings through fiscal year 1983.

Claims for covered Medicare services are sometimes not
submitted to Part B carriers because the annual allowed
charges are less than the deductible amount, and
therefore, no program payments are due.

Dollar amounts for physician/supplier services in any
time period may be portrayed either on a cash flow basis
(i.e., the period in which a payment was made) or on an
accrued basis (i.e., the period in which an expense was
incurred) . Dollar amounts in this section represent
accrued amounts.

General Trends

o Total potential liabilities for physician/supplier of
services increased six-fold between 1975 and 1987
(Table 1, Figure 1). Program payments as a percent of
total potential liabilities increased steadily from 61
percent in 1975 to over 70 percent in 1987 except for a
brief interruption in 1982 when the annual SMI
deductible amount was raised from $60 to $75. Balance
billing as a percent of total potential liabilities
steadily increased from 1975 to 1984 but, subsequently,
has generally declined primarily due to the Medicare
Physician Participation Program. Deductibles as a
percent of total potential liabilities have decreased
steadily, from nearly 15 percent of total liabilities in
1975 to less than 5 percent in 1987, except for 1982
when the annual deductible amount increased.

o Table 1 excludes amounts paid on Medicare Secondary
Payer claims by private insurers. The amount of such
payments on claims submitted to Part B Carriers was $468
million in fiscal year 1988.

o Annual rates of increase in total potential liabilities
have exceeded 10 percent in all years except 1985 and
1986 (Table 2, Figure 2). However, rates of increase
were much higher prior to 1982. The average annual rate
of growth in program payments between 1975 and 1987
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(17 percent) was about 1 percentage point larger than
the average annual rate of growth in allowed charges
(16 percent) , due primarily to the diminishing effect of
the relatively fixed annual deductible amounts in a
period of increasing inflation in physician charges.
The percentage of enrollees exceeding the SMI deductible
and receiving payments for physician/supplier services
increased from 48 percent in 1975 to nearly 70 percent
in 1986 (Table 3, Figure 3).

Preliminary data indicate that incurred approved charges
billed to Part B Carriers were about $33 billion in
Calendar Year 1988, up about 10 percent from 1987. A
rate of increase was well below that for 1987 over 1986,
15.8 percent. Estimated total incurred potential
liabilities for physician and other non-institutional
supplier services, including balance billing amounts,
were about $35.5 billion in 1988, about 8.9 percent
above 1987. Balance billing amounts continued to
decline in 1988 both in absolute dollar amounts (about
$2.3 billion in 1988 compared to $2.5 billion in 1987)
and as a percent of total potential liabilities for
physician and other non-institutional supplier services
(about 6.5 percent in 1988 compared to 7.7 percent in
1987.

The relatively slow growth in allowed charges in 1985
and 1986 appears to be related in part to limitations on
prevailing charge increases imposed by DEFRA, 1984 and
by the Emergency Extension Act, 1985 (Table 2) . Other
limitations on prevailing charge increases imposed by
OBRA, 1987, appear to have limited the rate of growth in
allowed charges in 1988.

Total Medicare per capita potential liabilities in
current dollars for physician/supplier services
increased from $227 in 1975 to nearly $1,000 in 1987
(Table 4, Figure 4). Over the period 1975 to 1987,
program expenditures increased at a faster average
annual rate, 14.4 percent, than beneficiary potential
liabilities, 10.5 percent. Although the balance billing
portion of beneficiary liabilities increased at a faster
average annual rate over the period 1975 to 1987, 11.3
percent, than copayments (i.e., deductibles and
coinsurance), 10.5 percent, balance billing dollar
amounts per capita dropped sharply in 1987.

Over the period 1975 to 1987, total Medicare potential
liabilities in constant dollars increased at an average
annual rate of 6.8 percent (Table 5). Program
expenditures in constant dollars increased at an average
annual rate of 8.0 percent compared to 4 . 4 percent for
beneficiary potential liabilities.
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Shares of the General Economy and National Health Spending

o Liabilities for physician/supplier services both as a
proportion of total health spending by the general
population and as a proportion of the gross national
product (GNP) increased steadily over the period 1975 to
1987 (Table 6) . While national health spending as a
percent of the GNP grew from 8.3 to 11.0 from 1975 to
1987, Medicare physician/supplier liabilities as a
percent of national health spending grew from 4.3 to
6.5 percent. As a consequence, liabilities for Medicare
physician/supplier services as a percent of the GNP
doubled over the period. These liabilities as a percent
of the general population's expenditures for physician
services and durable medical equipment (DME) grew from
20.5 percent in 1975 to 29.1 percent in 1987.
Physician/supplier program payments as a percent of the
GNP grew even faster than total liabilities for these
services because program payments comprise an increasing
proportion of total liabilities.

o Part of the growth in physician/supplier services as a
percent of the GNP and National Health Expenditures
(NHE) is due to the faster annual rate of growth of the
Medicare population, about 2 percent, than in the
general population, about 1 percent. Increases in
Medicare enrollments above the general population growth
accounted for only 15 percent of the increase in
liabilities as a proportion of the GNP. Medicare prices
and services per capita, which together rose faster than
general prices and general outputs per capita, accounted
for the remaining 85 percent of the increase in
liabilities as a percent of the GNP.

o Faster growth in Medicare populations accounted for
about a third of the increases in physician/supplier
liabilities as a percent of national health spending.
Faster growth in Medicare prices and per capita
utilization accounted for the remaining two thirds.

Allowed Charges bv Place and by Type of Service

o Total allowed charges for physician/supplier services
increased from $5.2 billion in 1975 to $30.1 billion in
1987, nearly a six-fold increase (Tables 7 and 8).
Other relative shares of major types of service have
changed significantly since the onset of PPS. From 1975
through 1980, medical services dominated, claiming about
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10 percentage points more of allowed charges than the
second largest category, surgical services (Tables 7 and
8). After 1980, the difference in shares between
medical and surgical services began to diminish, and by
198 6 surgical charges exceeded medical charges. Another
significant growth in shares occurred for "other" types
of service, a category which includes durable medical
equipment and other medical suppliers, ambulance
services, and for recent years, ambulatory surgical care
facility charges. In 1975, "Other" types of service
comprised less than 6 percent of all allowed charges, a
share which grew to 11.5 percent in 1987.

From 1975 to 1983, allowed charges for surgical services
in inpatient hospital settings were the largest single
source of growth in total allowed charges and increases
in medical services in inpatient hospital settings were
the next largest source of growth (Table 9, Figure 5).
Together, these two categories contributed 43 percent of
total growth in charges from 1975 to 1980 and 37 percent
of the total growth in charges from 1980 to 1983.
However, from 1983 to 1986 these inpatient sectors
contributed nothing to the increase in total allowed
charges. From 1983 to 1986, office medical charges and
outpatient facility surgical charges were the largest
source of growth. (Charges for services rendered in
ambulatory surgical centers have been combined within
each type of service with those services rendered in
outpatient facilities in this compendium.) From 1986 to
1987, charges for medical and surgical services in
inpatient hospital settings began to resume their
contribution to increases in total charges. Although
physician charges for inpatient services as a share of
total allowed charges continued to decrease from 1986 to
1987 (Table 7) due to the rapid growth in other
sectors, the decline in inpatient hospitalizations
observed in recent years ended in 1987 and physician
services in inpatient settings again began to contribute
more heavily to total increases in charges. In 1987,
total Medicare admissions, that is fee-for-service plus
HMO admissions, and total days of care, which had been
declining since 1983 through 1986, increased. Patient
days for Medicare enrollees as reported by the American
Hospital Association (AHA) declined from 114.3 million
in 1983 to 94.9 million in 1987. Recent reports by the
AHA indicate an accelerating rate of increase in
Medicare days of care in 1988 (see Section I, Table 7)

.

It is estimated that if inpatient hospital trends
observed prior to 1987 had continued in 1987, total
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physician charges would have been about $1 billion less
than those actually observed.

Trends in relative shares for physician charges in
inpatient settings are seen more clearly if charge
shares in only three places of service, office,
inpatient hospital and outpatient facility, are measured
(Table 10, Figure 6) . In 1980, charges in inpatient
hospital settings accounted for nearly two thirds of all
charges for these three places of service. By 1987,
inpatient shares had declined to less than half the
total, while office shares increased modestly and
outpatient facility shares, particularly for surgical
services, increased rapidly.

No general price index is available for Medicare
physician average allowed charges. However, price
trends for office and inpatient hospital visits may be
inferred from Laspeyres indices which are based on 1985
relative weights for each category of visit and 1985,
1986, and 1987 charges for each category of visit.

Prices for office visits increased about 3.4
percent from 1985 to 1986 and about 8.6 percent
from 1986 to 1987.

Prices for inpatient hospital visits increased
about 3.1 percent from 1985 to 1986 and about 10.6
percent from 1986 to 1987.

Weighted price increase for combined office and
inpatient visits increased about 3.3 percent from
1985 to 1986 and about 9.5 percent from 1986 to
1987.

The difference between price increases and average
charge per visit increase represents a measure of
upcoding of services in the family groups. Thus,

"upcoding" accounted for about 0.8 percentage
points of the 4.2 percent increase in average
office visit charges from 1985 to 1986 and about
0.7 percentage points of the 9.4 percent increase
in average office visit charges from 1986 to 1987.

"upcoding" accounted for about 1.9 percentage
points of the 5.0 percent increase in average
inpatient hospital visit charges from 1987 to 1986
and about 0.6 percentage points of the 11.3 percent
increase in average inpatient hospital visit
charges from 1986 to 1987.
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As explained in the Sources and Limitations Section for
Tables 11 and 12, data for six carriers have been omitted
from these computations.

Some Regional Differences

o Actual allowed average charges per physician visit by
HCFA Region vary from $2 6.10 in the Denver Region to
$44.29 in the San Francisco Region for physician
inpatient hospital visits and from $18.74 in the Kansas
City Region to $32.32 in the San Francisco Region for
physician office visits (Table 13)

.

o If adjustments in actual allowed average charges for
relative differences in prices only are made (i.e.,
using the national structure of visits and the regional
actual charges by type of visit) , an approximate price
index can be constructed which portrays relative price
differences between regions. The price index for
inpatient hospital visits varies from .830 in the Denver
Region to 1.2 97 in the San Francisco Region and, for
office visits, from .803 in the Kansas City Region to
1.275 in the San Francisco Region (Table 13, Figure 8).

o "Price" indices (comparing regional to national
averages) for office visits substantially exceed indices
for hospital visits in the Boston and the New York
Regions. The index for hospital visits substantially
exceeds that for office visits in the Dallas and the
Philadelphia Regions (Table 13, Figure 8).

o The distribution of total allowed charges by HCFA region
and by place of service follows closely regional
variations in inpatient hospital admission rates and
days of care (Table 14) . Lowest percentages of charges
incurred in inpatient settings occur in the coastal and
mountain regions (generally 40 percent or less) and the
highest percentages occur in the heartland regions.

Sources and Limitations

The reader is strongly urged to review the Sources and
Limitations portion of this Compendium for Section III.
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Section IV

Medicare Participating Physician and Supplier Program

The participating physician/supplier program was
originally enacted as a part of the Deficit Reduction
Act (DEFRA) July 1, 1984. The number of participating
arrangements reflects physicians who are participating
in at least one practice setting. For example, a
physician who is participating in his private practice
but not in his group practice is counted as
participating. Participating agents agree to accept
Medicare determined reasonable charges in all their
Medicare billings.

In the latest available census, April 1988, 248 thousand
physicians (37.3 percent of all physician billing
arrangements) and 2 3 thousand non-physician suppliers
(20 percent of all supplier arrangements) were
participants in the program (Table 1)

.

Physician participation rates vary widely by physician
specialty, ranging from 32 percent of all general
practice arrangements to 58 percent of all nephrology
arrangements (Table 2) . Suppliers of durable medical
equipment and other medical supplies have the lowest
participation rate of all eligible groups, less than
2 percent.

Participation rates vary widely by geographic area,
ranging from 64 percent in Alabama, to only 14 percent
in Idaho (Table 3)

.

Assignment rates for claims submitted to Medicare Part B
carriers substantially increased after implementation of
the Physician Participation Program, rising from about
53 percent in 1983 to over 76 percent in 1988 (Table 4,
Figure 1)

.

Medicare claim assignment rates vary widely by HCFA
region (Figure 2) . The highest assignment rates occur
in the Boston and Philadelphia Regions. The lowest
assignment rates occur in the Denver and Seattle
Regions.
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Table 1

Medicare participating physician and supplier program

Participation status - April 1, 1988

37.3% Physicians*

20.3% Suppliers

248,289 Participating
665,425 Billing Medicare

22,935 Participating
112,985 Billing Medicare

Comparison to prior enrollments

April 1988 January 1987 May 1986

Percent

28.3
19.0
27.1

October 1985

Physicians*
Suppliers
Total

Number

248,289
22,935

271,797

Percent

37.3
20.3
34.8

Percent

30.6
18.6
29.1

Percent

28.4
23.0
27.7

* Includes M.D.s, D.O.s, and limited license practitioners
(i.e., chiropractors, podiatrist, optometrist, audiologist,
psychologist, and physical therapist)

.

SOURCE: HCFA, BPO.
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Table 2

Medicare participating physicians and suppliers
April 1988

Specialty
Participation
percentage

Physicians (M.D.s and D.O.s)

Total 37.6%

General practice 32.3
General surgery 48.5
Otology, laryngology, rhinology 36.9
Anesthesiology 25.0
Cardiovascular disease i 52.8
Dermatology 45.7
Family practice 35.6
Internal medicine 41.2
Neurology 44.1
Obstetrics, gynecology? 40.4
Ophthalmology 46.3
Orthopedic surgery 44.0
Pathology 48.1
Psychiatry 34.4
Radiology 46.3
Urology 41.7
Nephrology 57.8
Clinic or other group practice - not GPPP 60.8
Other physicians 24.0

Limited license practitioners (LLP)

Total

Chiropractor
Podiatry, surgical chiropody
Optometrist
Other limited license practitioners

(audiologist, psychologist,
physical therapist)

35.6

22.9
44.6
50.5
33.8

Suppliers

Total

Independent laboratory
Durable medical equipment suppliers
Ambulance service suppliers
Other suppliers

20.3

42
19
30
16.8

SOURCE : HCFA/BPO
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Table 3

Medicare Part B participating physicians and suppliers by State 1/

October 1985 May 1986 January 1987 April 1988
States Percent Percent Percent Percent

Alabama 50.1 54.9 59.5 63.9
Physicians 58.2 63.0 68.8 73.5
Suppliers 32.2 24.8 25.8 30.1

Alaska 11.7 20.8 25.1 34.7
Physicians 10.4 22.6 27.1 37.5
Suppliers 18.1 7.3 9.1 11.7

Arizona 16.1 18.0 27.0 36.7
Physicians 15.4 18.5 28.1 38.7
Suppliers 22.7 13.7 15.2 18.2

Arkansas 41.4 33.3 39.5 47.1
Physicians 45.2 34.7 42.0 50.9
Suppliers 26.0 26.4 27.0 28.3

California 29.4 38.0 37.5 46.1
Physicians 30.0 39.7 38.9 48.5
Suppliers 24.5 25.0 20.7 27.2

Colorado 29.9 24.8 19.5 23.5
Physicians 28.1 24.4 19.5 24.9
Suppliers 38.1 26.8 19.2 15.6

Connecticut 22.9 19.7 17.8 23.0
Physicians 22.2 19.2 17.4 22.8
Suppliers 27.1 24.1 21.3 25.2

Delaware 22.6 26.2 27.4 33.8
Physicians 23.9 29.7 31.2 37.4
Suppliers 13.6 8.8 9.0 14.6

District of Columb ia 29.0 24.7 26.4 31.8
Physicians 30.5 26.0 28.0 33.5
Suppliers 17.2 12.8 12.0 14.9

Florida 24.0 20.3 21.1 25.4
Physicians 25.7 22.6 24.9 30.6
Suppliers 16.5 13.6 9.6 10.9

Georgia 32.2 28.3 26.7 32.8
Physicians 33.1 27.9 25.8 32.5
Suppliers 24.6 30.4 32.0 34.3
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Table 3 (continued)
Medicare Part B participating physicians and suppliers by State 1/

October 1985 May 1986 January 1987 April 1988
States Percent Percent Percent Percent

Hawaii
Physicians
Suppliers

Idaho
Physicians
Suppliers

Illinois
Physicians
Suppliers

Indiana
Physicians
Suppliers

Iowa
Physicians
Suppliers

Kansas
Physicians
Suppliers

Kentucky
Physicians
Suppliers

Louisiana
Physicians
Suppliers

Maine
Physicians
Suppliers

Maryland
Physicians
Suppliers

Massachusetts
Physicians
Suppliers

20.7 39.0 44.6 50.8
20.6 41.7 47.8 53.7
24.5 11.4 10.2 15.7

11.5 10.5 8.8 14.0
11.0 10.3 10.4 14.9
14.8 11.4 2.0 10.4

21.8 20.7 25.1 33.8
23.1 21.8 26.7 36.4
12.2 13.7 15.1 16.8

15.8 19.5 24.9 33.7
18.2 21.4 26.9 36.8
9.1 10.0 14.6 17.8

29.4 35.8 24.7 42.4
29.7 38.2 25.1 43.7
28.7 27.4 23.5 36.8

42.5 37.5 47.9 53.3
45.4 39.5 51.4 60.0
29.4 21.8 26.6 25.8

24.2 25.5 32.9 39.5
24.3 28.0 34.2 46.4
23.1 16.2 24.8 13.6

17.7 13.8 18.2 29.3
18.8 13.4 18.1 29.5
12.0 16.5 19.6 27.3

33.1 27.1 32.6 39.5
35.4 28.5 34.2 42.4
27.7 20.3 25.1 26.7

30.5 28.0 28.8 36.6
30.4 28.5 30.1 38.5
30.7 24.9 20.1 22.8

47.2 42.1 41.9 43.4
48.1 43.0 43.8 45.9
43.6 36.5 29.4 27.0
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Table 3 (continued)
Medicare Part B participating physicians and suppliers by State 1/

October 1985 May 1986 January 1987 April 1988
States Percent Percent Percent Percent

Michigan
Physicians
Suppliers

Minnesota
Physicians
Suppliers

Mississippi
Physicians
Suppliers

Missouri
Physicians
Suppliers

Montana
Physicians
Suppliers

Nebraska
Physicians
Suppliers

Nevada
Physicians
Suppliers

New Hampshire
Physicians
Suppliers

New Jersey
Physicians
Suppliers

New Mexico
Physicians
Suppliers

New York
Physicians
Suppliers

42.3 35.3 31.1 36.5
44.0 37.1 32.7 38.3
26.8 22.6 19.7 23.3

19.2 19.9 21.5 23.9
18.5 20.7 22.4 25.4
24.3 15.7 16.8 16.0

21.2 20.8 21.4 28.5
19.1 22.8 23.6 30.1
30.0 14.8 14.4 23.8

32.7 23.1 23.6 27.9
35.2 24.0 24.5 29.5
17.7 16.0 14.9 16.0

22.1 13.2 15.5 17.5
24.3 13.9 17.0 19.9
17.0 11.2 11.3 10.8

21.3 22.1 24.5 40.6
20.0 23.8 25.7 48.2
24.2 19.3 22.0 23.8

20.4 25.4 32.0 43.6
21.7 26.8 33.5 46.0
11.9 11.7 15.7 20.2

29.5 26.7 25.4 27.7
26.9 27.2 25.9 28.4
39.2 24.0 23.0 24.1

18.2 20.2 22.1 27.1
18.0 20.6 22.7 28.2
19.0 18.5 18.9 21.6

18.4 14.3 20.9 23.7
17.7 13.8 20.8 25.9
21.9 18.2 21.4 14.0

21.6 20.3 24.5 28.1
20.8 19.9 24.1 28.4
27.4 23.9 28.4 25.0
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Table 3 (continued)
Medicare Part B participating physicians and suppliers by State 1/

October 1985 May 1986 January 1987 April 1988
States Percent Percent Percent Percent

North Carolina 36.9 31.5 28.3 36.1
Physicians 39.1 34.3 31.4 40.7
Suppliers 19.5 16.2 12.8 13.2

North Dakota 13.0 13.4 17.6 26.6
Physicians 10.9 13.8 20.5 30.8
Suppliers 19.4 12.2 11.4 16.2

Ohio 21.3 25.0 27.5 38.4
Physicians 21.7 26.4 28.9 41.8
Suppliers 18.4 18.2 19.2 18.7

Oklahoma 14.1 14.5 17.9 24.2
Physicians 13.8 16.6 20.8 27.9
Suppliers 17.2 7.1 7.4 11.2

Oregon 18.7 21.3 24.4 30.6
Physicians 18.5 22.8 26.1 32.8
Suppliers 19.3 12.6 13.8 15.5

Pennsylvania 47.2 42.7 35.6 34.9
Physicians 50.8 45.6 32.1 36.6
Suppliers 26.9 24.3 19.5 23.2

Rhode Island 43.0 43.2 45.1 48.8
Physicians 46.7 48.1 50.8 55.0
Suppliers 24.0 19.2 15.5 15.5

South Carolina 17.3 15.6 22.7 36.1
Physicians 17.9 16.8 25.3 37.6
Suppliers 9.3 9.6 11.0 22.4

South Dakota 10.3 8.9 12.2 16.3
Physicians 8.0 6.9 12.7 17.6
Suppliers 15.3 12.0 11.3 13.9

Tennessee 22.3 34.2* 39.4 48.8
Physicians 21.1 37.4* 43.4 54.9
Suppliers 28.2 19.5* 20.7 20.6

Texas 19.5 13.5 18.3 24.3
Physicians 19.7 14.1 19.4 26.0
Suppliers 17.6 9.4 10.3 12.7
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Table 3 (continued)
Medicare Part B participating physicians and suppliers by State 1/

October 1985 May 1986 January 1987 April 1988
States Percent Percent Percent Percent

Utah
Physicians
Suppliers

Vermont
Physicians
Suppliers

Virginia
Physicians
Suppliers

Washington
Physicians
Suppliers

West Virginia
Physicians
Suppliers

Wisconsin
Physicians
Suppliers

Wyoming
Physicians
Suppliers

1/ Includes M.D.s, D.O.s, and limited license practitioners.
* Based on revised data submitted by the carrier. (Previously
submitted 2 6.4)

SOURCE: HCFA, BPO.

29.1 34.0 39.8 48.7
29.3 36.1 42.2 50.4
28.2 21.0 23.8 26.4

40.2 37.6 33.6 37.6
41.5 38.2 34.1 38.5
35.7 32.9 29.4 30.7

28.2 28.6 32.4 37.2
29.6 29.5 33.6 39.1
19.2 21.4 22.6 21.7

23.0 22.1 27.0 33.2
23.6 21.8 26.9 35.4
19.0 25.1 27.7 18.8

22.2 30.8 35.0 48.1
22.9 33.0 37.5 53.2
17.9 21.4 23.7 24.7

30.3 37.3 35.8 38.6
31.0 37.5 35.1 39.0
26.5 36.9* 38.0 37.5

18.8 15.8 18.1 18.1
18.3 16.9 20.3 20.1
21.8 12.2 11.3 12.6

55



LI

I

I

1

I

I

I

I

I

I

I

I

I

I

I

i



Table 4

Medicare assigned claims:
Fiscal years 1975 to 1988

Gross
assignme

Fiscal year rate 1

1988 76.3%
1987 71.7
1986 68.0
1985 67.7
1984 56.7
1983 55.7
1982 55.2
1981 54.8
1980 54.1
1979 53.9
1978 53.8
1977 54.1
1976 55.1
1975 55.9

1/ For years 1975 through 1984 includes data from physic
billing forms 1490, 1554 (hospital based physicians),
and 1556 (group practice prepayment plans) . After 19
and the elimination of hospital based billing, includ
data from form 1500 (all physicians/suppliers and gro
practice prepayment plans)

.

SOURCE: HCFA/BPO.
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Section V

Physician and Non-institutional Supplier Charges
by Procedure, 1987

o More than ten thousand different procedure codes are
available to physicians/suppliers for billing Part B
services. However, relative few codes account for the
bulk of total billings. In 1987, billings under 98
procedure codes accounted for $16.2 billion in allowed
charges, about 56 percent of all allowed charges
processed by Part B carrier in the year which were
reported in HCFA's Part B Carrier BMAD System. Five top
procedures account for 17 percent of all charges
(Table 1, Figure 1). Procedures are ranked in Table 1

by their total contribution to allowed charges.

o In Tables 2 through 6, allowed charges for 400 separate
procedure codes are categorized by place and by type of
service and ranked in importance based on their
contribution to allowed charges. Only procedures which
contribute more than $10 million to a particular place
and service combination are listed in Tables 2 through
6. Collectively the 4 00 procedures contributed about
64 percent of all allowed charges processed by Part B
Carriers in 1987. (Data for Carriers who continued to
use local coding schemes were omitted from these
tables. The amount omitted was $180 million.)

o The highest dollar volume for office services are
represented by medical type of service, particularly
office visit procedures (Table 2)

.

o The highest dollar volume for inpatient services are
represented by medical type of service, particularly
hospital visit procedures (Table 3) . Significant dollar
amounts for inpatient services are also observed for a
wide variety of surgical procedures, a limited number of
consultation procedures and other ancillary services.

o Surgical procedures, particularly for cataract
conditions and endoscopies, dominate the outpatient
facility place of service (Table 4) . Services provided
in Ambulatory Surgical Centers are included in this
Table.

o Automated multichannel tests are the largest single
source of allowed charges in independent laboratories
(Table 5)

.
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"Other" places of service (Table 6) include services in
homes, nursing homes and other unspecified places.
Significant contributions to allowed charges are
displayed for durable medical equipment (primarily
oxygen related) , and ambulance services.

Some procedures in Tables 2 through 6 may appear more
than once in a table because different types of service
are reported under the same procedure code. For
example, procedure code 66984, Remove Cataract, Insert
Lens, appears in Table 4 (Outpatient place of service)
under types of service
"assistant-at-surgery.

"

tables may appear more
they may represent the
variation in Part B Carrier reporting practices. For
example, procedure code 9 3 000, ECG with Report, appears
in Table 2 under Types of service "Diagnostic lab" and
"Other."

"surgery," "anesthesia," and
Other procedures in these

than once in a table although
same type of service due to
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Section VI

Charges and Payments by Physician Specialty

o Internal medicine specialists accounted for the largest
share of all allowed charges for physician/supplier
services in 1987, 14.6 percent or $4.4 billion, followed
by ophthalmologists, 10.5 percent or $3.2 billion, and
radiologists, 7.5 percent or $2.2 billion (Table 1,
Figure 1) . Internal medicine has also consistently
represented the largest share of program payments,
although that share is decreasing. (Table 4, Figure 1)

.

Total payment to this group in 1987 was nearly twice
what it was in 1981 (Figure 2)

.

o Physician Participation Program rates by allowed charges
vary widely by physician specialty (Table 2). While
about half of all physician allowed charges are
submitted by participating physicians, 70 percent of all
nephrologists ' charges, but only 29 percent of
anesthesiologists' charges, were submitted under the
Physician Participation Program in 1987.

o On any given bill, non-participating physicians may
submit "assigned" charges, i.e., they accept Medicare's
determination on reasonable charges and thus do not bill
patients for charges exceeding these allowed charges, or
they may submit "unassigned" charges, i.e., they do not
accept Medicare's determination on reasonable charges
and thus may bill patients for charges exceeding these
allowed charges. About 4 3 percent of all
anesthesiologists' allowed charges were unassigned in
1987 compared to 27 percent for all physicians and only
7 percent for nephrologists (Table 2). Unassigned
charges in excess of reasonable charges are often termed
"balance billings".

o About 8 percent of total liabilities (allowed charges
plus balance billings) for physician services were
balance billings in 1987 (Table 2) . Balance billings as
a percent of total liabilities were highest for
anesthesiologists, 22 percent, and for most surgical
specialties.

o Program payments as a percent of allowed charges vary by
physician specialty because primary care physicians are
more likely to submit charges subject to the SMI
deductible than other physicians and because
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some physicians provide more care under established fees
not subject to the Part B coinsurance. About 76 percent
of allowed charges for all physicians are reimbursed
under the program compared to about 69 percent for
general family practice and dermatologists (Table 2)

.

Almost no anesthesiologists' allowed charges are subject
to the SMI deductible since about 80 percent of their
allowed charges are reimbursed (the remaining 20 percent
represents coinsurance) . Since ophthalmologists are
frequently paid established fees not subject to the SMI
coinsurance or deductible, they are reimbursed about
83 percent of their submitted charges.

Currently, HCFA cannot associate billings with
individual physicians but can associate them with
billing arrangements. Arrangements represent customary
charge profiles in different pricing localities. Thus a
physician who has a practice in more than one pricing
locality may be represented by more than one
arrangement. For example, a physician may bill for a
private practice under one arrangement, for a group
practice under another arrangement or for a hospital
based practice under yet another arrangement. Under a
Congressional mandate, HCFA is currently developing a
unique provider identification number (UPIN) program so
that Medicare payments for all arrangements can be
attributed to individual physicians.

In 1987, the 610 thousand physician arrangements that
bill Medicare incurred average Medicare allowed charges
per arrangement of about $43,000 (Table 3). Average
allowed charges per arrangement ranged from $124,000 for
thoracic surgery specialties to less than $20,000 for
podiatrists. The maximum amount of allowed charges for
any single arrangement observed in a 5 percent sample of
all arrangements processed in HCFA's central record
system was $5.1 million (for a radiologist
arrangement). One ophthalmologist arrangement had $5.0
million in allowed charges in 1987. These data should
be interpreted cautiously since some physicians or
physician groups may be primary billing agents for other
assisting physicians (and thus the maximum charge
overstates that physician's Medicare billing share) and
since some physicians may have other billing
arrangements (and thus the maximum charge understates
that physician's Medicare billing share).

Medicare program payments for non-physician services
comprise a growing percentage of all payments for
physician/supplier services (Table 4) . In 1981, over
90 percent of such payments were paid to physicians
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compared to 86 percent in 1987. While the top ten
physician specialties ranked by total payment changed
very little from 1981 to 1987, the order of the ten did
(Table 4, Figure 2). While overall payments to
physicians/suppliers increased nearly 26 percent from
1986 to 1987, payments to optometrists rose 114 percent
(Table 4, Figure 3).
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Table 1

Estimated Medicare dollar amount and percent distribution of
allowed charges for physician and other non-institutional suppliers:

Calendar year 1987

Amount Percent

Dollars in millions

Total $30,050 100.00

Medical Doctors and Osteopaths 26,032 86.63
General/Family Practice 2,185 7.27
Medical Specialties 7,804 25.97

Internal Medicine 4,399 14.64
Cardiovascular Disease 1,719 5.72
Gastroenterology 565 1.88
Dermatology 433 1.44
Pulmonary Disease 346 1.15
Nephrology 279 0.93
Other 63 0.21

Surgical Specialties 8,997 29.94
Ophthalmology 3,158 10.51
General Surgery 1,902 6.33
Orthopedic Surgery 1,319 4.39
Urology 923 3.07
Thoracic Surgery 829 2.76
Eye, Ear, Nose and Throat 276 0.92
Neurological Surgery 213 0.71
Obstetrics/Gynecology 183 0.61
Plastic Surgery 129 0.43
Other 63 0.21

Other Specialties 5,376 17.89
Radiology 2,248 7.48
Anesthesiology 1,136 3.78
Neurology 340 1.13
Psychiatry 334 1.11
Pathology 297 0.99
Physical Medicine and Rehabilitation 105 0.35
Other Physician and Unknown Physician 460 1.53

Clinic 1,584 5.27
Osteopaths 1/ 87 0.29

Non-Physician Professionals and Suppliers 4,018 13.37
Podiatry 457 1.52
Chiropractor 141 0.47
Optometrist 105 0.35
Other Professional 144 0.48
Independent Laboratories 905 3.01
Ambulance 625 2.08
Other Suppliers 2,097 6.98

1/ Represents only a portion of osteopaths,
in other physician specialties.

Most are reported

SOURCE: HCFA, BDMS, BMAD System, Procedure File.





Figure 1

Medicare relative payments for top 5 specialties

(physician specialties only),

Calendar years 1981 and 1987

Other—48.6 Top 5—51.4%

General practice— 13.2%
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- Internal medicine—37.3%
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Section VII

Trends in Physician Populations, Income,
and Expenses

The number of active physicians per 100,000 general
population grew 47 percent from 1970 to 1987 (156
physicians per 100,000 persons in 1970 and 229 in 1987)
(Table 1) . The rate is projected to rise to 264
physicians per 100,000 persons in the year 2000.

The ratio of non-federal patient care physicians per
100,000 general population varies widely by HCFA region,
ranging from a maximum of 236 in the Boston Region to a
minimum of 148 in the Dallas Region (Table 2,
Figure 1.) "Patient care" physicians are a subset of
"active" physicians.

The mean net income of all physicians, after expenses
and before taxes, was $132 thousand in 1987, up from
$118 thousand in 1986 (Table 3) . Physician mean net
incomes have steadily increased in recent years.

Mean net incomes vary widely by physician specialty
(Table 4). In 1987, surgeons' mean net income, $188
thousand, was more than twice that for general/ family
practitioners, $92 thousand.
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Table 1

Physician census trends

Type of Physician

ActDoctors Doctors :ive
of of physicians

medicine osteopathy per 100,000
Year Total (M.D.) (D.O.) population

1987 557,800 533,800 24,100 229
1986 544,800 522,000 22,800 225
1985 534,800 512,900 21,900 220
1984 n/a n/a n/a n/a
1983 501,200 481,500 19,700 211
1982 483,700 465,000 18,700 205
1981 466,700 448,700 18,000 199
1980 457,500 440,400 17,100 197
1979 440,400 424,000 16,400 191
1978 424,000 408,300 15,700 186
1977 405,900 390,800 15,100 180
1976 399,500 385,000 14,500 179
1975 384,500 370,400 14,100 174
1974 370,000 356,400 13,600 169
1973 355,700 342,500 13,200 164
1972 348,300 335,500 12,800 163
1971 337,400 325,000 12,400 159
1970 326,500 314,200 12,300 156

Projected

2010 788,700 735,300 53,400 278
2000 708,600 667,600 41,000 264
1990 597,000 569,200 27,800 239

(Data are based on reporting by physicians and medical schools.)

NOTES: The population includes U.S. residents in the 50 States,
District of Columbia, and civilians in Puerto Rico, other U.S.
outlying areas and the Armed Forces abroad. The number of M.D.'s
differ from American Medical Association figures because a variant
proportion of the physicians not classified by activity status
and whose addresses are unknown are allocated into the totals.

SOURCE: HRSA/Bureau of Health Professions and Bureau of the Census.
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Table 2

Ratio of non-Federal physicians involved
in patient care per 100,000 civilian

population: 1986

HCFA regions Ratio Index

All regions 183 1.00

1.29
1.27
1.13
0.86
0.92
0.81
0.83
0.86
1.13
0.92

SOURCE: American Medical Association

Boston 236
New York 233
Philadelphia 207
Atlanta 157
Chicago 169
Dallas 148
Kansas City 152
Denver 157
San Francisco 207
Seattle 169
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